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The recently-passed 2025 tax bill 
affects the income tax deductibility of 
charitable gifts in ways that impact a 
variety of taxpayers, including 
individual taxpayers who are giving a 
small but non-negligible amount of 
their income to charity, are giving 
consistently, and want to maximize the 
amount of money they are saving on 
their taxes by doing so. The biggest 
change is that the new law adds an 
extra element of timing to charitable 

giving strategies, but there are other 
changes as well. This alert will address 
how the law affects the income tax 
returns of individuals, so any mention 
of taxpayers in this alert is meant to 
apply to people paying their personal 
federal income taxes, not to 
corporations, trusts, or other types of 
taxpayers. Only implications for federal 
income taxes will be addressed here, 
not state taxes.
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Think about front-loading 
your charitable giving 
in 2025
Starting in 2026, the 2025 tax act 
will set a minimum threshold that 
an individual taxpayer’s charitable 
contributions must exceed in order for 
that taxpayer to get any tax benefit 
from claiming them as itemized 
deductions. That threshold is 0.5% of 
an individual taxpayer’s adjusted gross 
income (AGI).1 This means that if an 
individual taxpayer’s contribution base 
is $1 million and they itemize their 
deductions, that taxpayer receives no 
benefit for the first $5,000 contributed 
to charity, since 0.5% of $1,000,000 
is $5,000.

As noted, these new charitable 
restrictions do not go into effect until 
2026, so this limitation does not apply 
to charitable contributions made in 
2025. An individual taxpayer who 
itemizes in 2025 will still have their 
charitable contributions count 
beginning with the first dollar 
donated, subject to other limitations 
on deductibility. For this reason, 
individual taxpayers for whom the 
0.5% threshold is a concern might 
consider front-loading their 
contributions in 2025, rather than 
waiting until 2026.

Timing matters, part one: 
bundling contributions can 
make sense
The 2025 tax act creates an incentive 
to bundle charitable contributions into 
one tax year because of the 0.5% 
threshold that charitable giving must 
exceed before it starts to be counted 
as an itemized deduction. It is best 
explained with an example:

Suppose an individual, Taxpayer A, has 
a $5 million AGI for each of the next 
five years. The threshold for the 
deductibility of their contributions will 
be as follows:

In years when Taxpayer A’s AGI is 
$5 million:
$5,000,000 AGI x 0.5% charitable 
contribution threshold = $25,000 
floor before charitable contributions 
are deductible

In the first scenario, let’s assume 
Taxpayer A contributes $125,000 to 
charity and does so by contributing 
$25,000 per year to charity over a 
five-year stretch.

Taxpayer A has contributed a total of 
$125,000 to charity and has received 
$0 tax benefit from any of their 
charitable contributions in any year. 

Now, let’s look at a second scenario. 
The same Taxpayer A still has a 
$5 million AGI per year and contributes 
the same total of $125,000 to charity. 
But in this second scenario, the 
Taxpayer A contributes a lump sum of 
$125,000 in one year and nothing at 
all in the other four years:

Taxpayer A has contributed the same 
$125,000 to charity and has received 
$100,000 of deductions from their 
charitable contributions.

To reiterate, in both scenarios Taxpayer 
A gave $125,000 to charity, but in the 
first scenario Taxpayer A got no tax 
benefit at all, while in the second 
scenario Taxpayer A received the 
benefit of $100,000 worth of itemized 
deductions. The only difference in 
deductibility was the timing of the 
charitable contributions.

Remember, though, that if your 
charitable contributions in one year 
are too high you will also run into 
limitations. The 2025 tax act left intact 
caps on the amount an individual 
taxpayer can donate relative to their 
income, which still apply. Those 
limitations range from 20% to 60% 
of the individual taxpayer’s AGI, 
depending on both the character of 
the property contributed and the 
charity receiving it. Because exceeding 

First Scenario, Taxpayer A

Tax Year Charitable Contributions − 0.5% Threshold Deductible Charitable Contributions

2026 $25,000 contributions − $25,000 threshold $0

2027 $25,000 contributions − $25,000 threshold $0

2028 $25,000 contributions − $25,000 threshold $0

2029 $25,000 contributions − $25,000 threshold $0

2030 $25,000 contributions − $25,000 threshold $0

Total Charitable Contributions Made, 2026 – 2030 Total Deductible Contributions, 2026 – 2030

$125,000 $0

1 More precisely, this limit and the percentage limitations discussed below are based on the individual’s contribution base, which is the individual’s AGI calculated without 
regard to any net operating loss carrybacks. For many individuals, there is little or no difference between their contribution base and their AGI, and for that reason a 
taxpayer’s AGI will be assumed here to be the same as their contribution base.
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the charitable contribution limit results 
in excess amounts that can only be 
carried over for five years before being 
lost forever, individual taxpayers risk 
losing the benefit of a charitable 
deduction if they contribute beyond 
what they can deduct in one year. 
Therefore, individual taxpayers should 
make sure they are aware of the upper 
dollar limitations for the deductibility 
of their charitable contributions and 
prepare accordingly.

Timing matters, part two: 
delaying charitable 
contributions can make 
sense in a massive 
earnings year
A second consideration with regard to 
the timing of charitable giving applies 
when an individual taxpayer has a 
large windfall of income in one year. 
This is common upon the sale of their 
business, but could also occur from a 
major job change, a very large 
commission payout, the sale of a 
major investment, or various other 
reasons. Once again, the implications 
of this are easiest to explain with 
an example.

Suppose an individual, Taxpayer B, is 
going to have a major income event 

from the sale of a business in 2027 
which will result in a $100 million AGI 
that year. In all other years, both 
before and after the sale, Taxpayer B 
will have an AGI of $1 million per year. 
They generally donate $10,000 per 
year, but with the cash that comes in 
from the sale, they want to make an 
additional, one-time charitable 
contribution of $200,000.

In years when Taxpayer B’s AGI is 
$1 million:
$1,000,000 AGI x 0.5% charitable 
contribution threshold = $5,000 
floor before charitable contributions 
are deductible

In our example, Taxpayer B has an AGI 
of $100 million in 2027:

In a year when Taxpayer B’s AGI is 
$100 million:
$100,000,000 AGI x 0.5% charitable 
contribution threshold = $500,000 
floor before charitable contributions 
are deductible

In our first scenario, let’s assume that 
Taxpayer B donates the extra $200,000 
in the same year of the sale. Their 
deductions are as follows:

Taxpayer B has contributed $250,000 
in total to charity and has received a 

total of $20,000 of tax deductions 
from their charitable contributions.

In a second scenario, suppose that 
Taxpayer B has $100 million of AGI in 
2027, has the same $1 million per year 
in other years, but decides to wait until 
2028 to make the extra $200,000 
one-time charitable contribution:

In this second scenario, Taxpayer B has 
contributed the same $250,000 to 
charity but has received $220,000 of 
tax deductions.

Once again, by changing nothing 
but the timing of the charitable 
contributions, Taxpayer B received a 
significantly larger tax benefit. In both 
cases, they gave $250,000 to charity, 
but in the first case the taxpayer got 
the benefit of $20,000 of itemized 
deductions, and in the second case the 
taxpayer received the benefit of 
$220,000 of itemized deductions.

New limitations on itemized 
deductions and the 
implications for charitable 
contributions
The 2025 tax act imposes a new 
limitation on the total amount of 
itemized deductions allowed, and this 
applies to charitable contributions that 

Second Scenario, Taxpayer A

Tax Year Charitable Contributions − 0.5% Threshold Deductible Charitable Contributions

2026 $125,000 contributions − $25,000 threshold $100,000

2027 $0 contributions − $25,000 threshold $0

2028 $0 contributions − $25,000 threshold $0

2029 $0 contributions − $25,000 threshold $0

2030 $0 contributions − $25,000 threshold $0

Total Charitable Contributions Made, 2026-2030 Total Deductible Contributions, 2026 – 2030

$125,000 $100,000
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First Scenario, Taxpayer B

Tax Year Charitable Contributions − 0.5% Threshold Deductible Charitable Contributions

2026 $10,000 contributions − $5,000 threshold $5,000

2027 $210,000 contributions − $500,000 threshold $0

2028 $10,000 contributions − $5,000 threshold $5,000

2029 $10,000 contributions − $5,000 threshold $5,000

2030 $10,000 contributions − $5,000 threshold $5,000

Total Charitable Contributions Made, 2026 – 2030 Total Deductible Contributions, 2026 – 2030

$250,000 $20,000

are claimed as itemized deductions. 
While lower income levels are 
unaffected by this specific rule, 
the benefits from taking itemized 
deductions that count against income 
in the 37% marginal tax bracket are 
reduced by 2/37th starting in 2026.

This can be best explained as follows: 
previously, for $100,000 of taxable 
income in the 37% marginal tax 
bracket, a $100,000 itemized 
deduction, such as a charitable 
contribution, would generate 
corresponding a $37,000 reduction 
in federal income tax owed, since 
$37,000 is 37% of $100,000. 
Beginning in 2026, that same 
deduction would only generate a 
$35,000 reduction in federal income 
tax owed.

Thus, due to this change, the marginal 
dollar amount saved from itemized 
deductions, including contributions to 
charity, is the same as for individual 
taxpayers in the 37% tax bracket as it 
is for individual taxpayers in the 35% 
tax bracket. That is, both only receive 
a 35-cent reduction in federal income 
tax owed for each dollar deducted 
from income. Accordingly, there is no 
point in factoring your federal income 
tax bracket into your charitable 
planning as long as your income 
remains at least in the 35% marginal 
tax bracket. These numbers will adjust 
slightly for inflation by the time this 
rule takes effect in 2026, but, to 
convey the general point, an 
unmarried individual (who isn’t 
a surviving spouse or a head of 
household) is in the 35% marginal 

tax bracket in 2025 when they reach 
$250,525 of taxable income. For a 
married couple filing jointly, the same 
concept holds, although they require 
double the taxable income, $501,050, 
of the unmarried individual to hit the 
35% bracket.

Charitable contributions by 
non-itemizers
This alert focused on individual 
taxpayers who itemize their 
deductions, but there is a small 
concession for taxpayers who do 
not itemize. For unmarried individuals 
(other than surviving spouses or 
heads of households) who don’t 
itemize, $1,000 of charitable cash 
contributions can be deducted. For 
married taxpayers filing jointly, this 
amount is $2,000.

Second Scenario, Taxpayer B

Tax Year Charitable Contributions − 0.5% Threshold Deductible Charitable Contributions

2026 $10,000 contributions − $5,000 threshold $5,000

2027 $10,000 contributions − $500,000 threshold $0

2028 $210,000 contributions − $5,000 threshold $205,000

2029 $10,000 contributions − $5,000 threshold $5,000

2030 $10,000 contributions − $5,000 threshold $5,000

Total Charitable Contributions Made, 2026 – 2030 Total Deductible Contributions, 2026 – 2030

$250,000 $220,000
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Permanent extension for 
cash contributions to a 
public charity
The 60% of AGI limitation for cash 
contributions to public charities, 
which has been in place since 2018 
but was set to expire, has been 
permanently extended.

Conclusion
Awareness of changes in the tax 
laws can help individual taxpayers 
understand and maximize the tax 
efficiency of their charitable 
contributions. Moving charitable 
contributions to 2025, having a 
strategy going forward that clusters 
charitable contributions into one 

year, and delaying charitable 
contributions after a big windfall 
of income can make sense in certain 
contexts. Other changes have subtle 
impacts that still may merit 
consideration. Overall, charitable 
contributions continue to be at the 
center of discussion in the ever-
evolving landscape of tax planning.
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About the Advanced
Planning Group

The Advanced Planning Group consists of former  
practicing estate planning and tax attorneys with extensive 
private practice experience and diverse areas of specialization, 
including estate planning strategies, income and transfer 
tax planning, family office structuring, business succession 
planning, charitable planning and family governance. 

The Advanced Planning Group provides comprehensive 
planning and sophisticated advice and education to ultra 
high net worth (UHNW) clients of the firm. The Advanced 
Planning Group also serves as a think tank for the firm, 
providing thought leadership and creating a robust intellectual 
capital library on estate planning, tax and related topics of 
interest to UHNW families. 
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Disclosures

Purpose of this document.
This report is provided for informational and educational purposes only. It should be used solely for the purposes of discussion with your UBS Financial 
Advisor and your independent consideration. UBS does not intend this to be fiduciary or best interest investment advice or a recommendation that you 
take a particular course of action. The information is current as of the date indicated and is subject to change without notice.

Personalized recommendations or advice.
If you would like more details about any of the information provided, or personalized recommendations or advice, please contact your UBS Financial Advisor. 

Conflicts of interest.
UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts (including retirement accounts) and we will receive 
compensation from you in connection with investments that you make, as well as additional compensation from third parties whose investments we 
distribute. This presents a conflict of interest when we recommend that you move your assets to UBS from another financial institution or employer 
retirement plan, and also when we make investment recommendations for assets you hold at, or purchase through, UBS. For more information on how 
we are compensated by clients and third parties, conflicts of interest and investments available at UBS please refer to the “Your relationship with UBS” 
booklet provided at ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.

No tax or legal advice.
UBS Financial Services Inc., its affiliates and its employees do not provide tax or legal advice. You should consult with your personal tax and/or legal 
advisors regarding your particular situation.

Important additional information applicable to retirement plan assets (including assets eligible for potential rollover, distribution or conversion).
This information is provided for educational and discussion purposes only and are not intended to be fiduciary or best interest investment advice or a 
recommendation that you take a particular course of action (including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not 
intend (or agree) to act in a fiduciary capacity under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation 
as to the advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation Letter to you provided 
by your UBS Financial Advisor after a review of detailed information that you provide about your plan and that includes the reasons the rollover is in your 
best interest. UBS and your UBS Financial Advisor do not provide rollover recommendations verbally.

With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides at ubs.com/irainformation 
which outlines the many factors you should consider (including the management of fees and costs of your retirement plan investments) before making a 
decision to roll out of a retirement plan. Your UBS Financial Advisor will provide a copy upon request.

Important information about brokerage and advisory services.
As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered 
investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage services are separate 
and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that you understand the ways in which 
we conduct business, and that you carefully read the agreements and disclosures that we provide to you about the products or services we offer. For more 
information, please review the client relationship summary provided at ubs.com/relationshipsummary, or ask your UBS Financial Advisor for a copy.
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